Publ i ¢ Housi ng Agenci es; Notice PIH 96-87 (HA)
| ndi an Housing Authorities; | ssued: 11/20/96
Secretary's Representatives; Expires: 11/30/97
St at e/ Area Coordi nators;

D rectors, Public Housing

D visions; Admnistrators,

O fices of Native Anerican

Prograns; Resident Managenent

Cor por ations (RVCs)

FY 1997 Performance Funding System (PFS) Inflation Factor
and Equation and PFS Incentives Rul e

This Notice transmts the updated Inflation Factor,
Equation, and rel ated tabl es which nust be used for the
determnation of operating subsidy eligibility for Public Housing
Agenci es and | ndi an Housing Authorities (HAs) operating |ocally-
owned projects for Fiscal Years Beginning January 1, April 1
July 1, and Cctober 1, 1997.

This information is found in the foll ow ng Appendi xes to
this Notice:

Appendix 1 -  PFS | NFLATI ON FACTCR

Appendix 2 -  PFS EQUATI ON FCR REQUESTED BUDGET YEAR
Appendix 3 -  FEL | NCREASE WORKSHEET FOR FY 1997
Appendix 4 -  LISTING OF METROPCLI TAN AREAS

Appendix 5 -  PFS | NCENTI VES - | NTER M RULE

Appendix 6 -  SAMPLE FORVAT FCR CPTI ONAL PFS | NCENTI VE

ADJUSTMENT

NOTE: Mst HAs use only the PFS Inflation Factor contained in
Appendi x 1 of this Notice to calculate their operating subsidy
eligibility. A small nunber of HAs which have experienced a
significant change in their housing stock use the PFS equation to
adjust their Alowabl e Expense Level (AEL) (Long Cal cul ati on of
the Delta.)



LI STI NG OF RECENT CHANGES TO CPERATI NG SUBSIDY ELIG BILITY:

1. Publ i ¢ and I ndi an Housi ng Performance Fundi ng System
I ncentives - InterimRule published Septenber 30. 1996.
Following is a short description of the changes to the
PFS regul ation nmade by this interimrule. The full
text of the rule is provided in Appendi x 5 and shoul d
be read for further detail.

A Tenporary elimnation of the three percent rental incone
change factor. No increase factor will be used for Federa
Fiscal Years 1996 through 1998 if HUD has an operating
subsidy shortfall. As a result of this change all HAs w |
enter 1.00 on line 15 of Form HUD- 52723, Cal cul ati on of
Per f or mance Fundi ng System Qper ati ng Subsi dy.

B. Incentive for HAs to increase O her I|ncone. HAs will be
able to make up part or all of any shortfall in operating
subsi dy during Federal Fiscal Years 1996 through 1998 if
they have certain kinds of other inconme. There is no change
to the definition of Gher Income in the PFS. Al HAs will
continue to report all CGher Incone as defined in the PFS
regul ati on on Line 20 of Form HUD-52723. The incentive wll
consist of the difference between (1) the PFS definition of
G her Incone and (2) other income fromExcess WUilities,
rents billed to dwelling units rented for nondwel |ing
pur poses, and rents and charges to other HUD prograns. The
difference between (1) and (2) will be the potential other
incone incentive. The total of the Qther Income incentives
under this paragraph and any earned i nconme incentive under
paragraph C will be conpared with the shortfall and the
smaller of the two will be entered on Line 37 of Form HUD
52723 and will increase the operating subsidy. This change
was first announced in Notice PIH 96-24 dated April 3, 1996.
A sanple format for calculating this adjustnment is included
as Appendi x 6.

C Incentive for HAs which adopt optional earned incone
excl usions or deductions. HAs will be able to nake up part
or all of any shortfall in operating subsidy during Federal
Fi scal Years 1996 through 1998 if they nmake significant
efforts to utilize optional earned i nconme exclusions or
deductions for current residents. HAs which adopt optional
earned i ncone exclusions or deductions nust nmake an
adjustnent in reporting the rent roll used for cal cul ating
operating subsidy. The rent roll anount reported on Line 12
nmust be adjusted by addi ng back the total value of al
opti onal earned i ncone exclusions and deductions. This step



results in a decrease in operating subsidy that can be nade
up through the incentive when the HA achi eves an increase in
rents fromearnings. The anount of the potential incentive
is calculated by conparing the rental inconme per occupied
unit resulting fromearned i ncome on the April 1, 1996 rent
roll to the rental income per occupied unit resulting from
earned incone on the date of the rent roll used for PFS
calculation. During Federal Fiscal Years 1996 through 1998
the HA qualifies for an incentive increase in operating
subsidy in an anmount that, when added to any incentive

ear ned under paragraph B above, is less than or equal to the
PFS shortfall. The total of the incentives under B and this
paragraph will be conpared with the shortfall and the
smaller of the two will be entered on Line 37 of Form HUD
52723 and will increase the operating subsidy. This change
was first announced in Notice PIH 96-24 dated April 3, 1996.
A sanple format for calculating this adjustment is included
as Appendi x 6.

G her references:

For Annual Incone : ptional Earned Incone  Exclusions
InterimRule. Published August 30, 1996; effective
Septenber 30, 1996. Transmtted to HAs by HUD Notice PIH
96-71 (HA), issued Septenber 9, 1996.

For Adjusted Incone : Optional Earned Inconme Deductions -
Fromthe Continuing Resolution of January 26, 1996, as

di scussed in HUD Notice PIH 96-6 (HA) issued February 13,
1996. Extended until Septenber 30, 1997 by the FY 1997
Appropriations Act of Septenber 26, 1997 as nentioned in HUD
Notice PIH 96-81 (HA), issued Septenber 30, 1996.

Transition Funding for Units Approved for Denolition. The
regul ation provides for a short transition period of funding
for sone units that have been approved for denolition. HAs
| ose operating subsidy funding when units approved for
denolition beconme vacant. Units replaced with Section 8
Certificates or Vouchers for relocation of residents or

repl acenent of units are not eligible for the phase-down
subsidy. The transition funding for units that have been
conti nuously vacant for the twelve nonth period i mmedi ately
precedi ng the HUD approval for denolition will be equal to
20% of the Al owabl e Expense Level (AEL) for an additiona
twelve nonths. Al other units will be eligible for the
phase-down funding of an additional twelve nonths of ful

AEL, twelve nonths of 66% of AEL, and twelve nonths of 33%
of AEL. Wien replacenent public housing units becone
eligible for operating subsidy, the denolished unit is no
longer eligible for the phase-down funding. Until the Form



HUD- 52723 can be revised, any transition funding for
denol i shed units will be shown parenthetically ( ) on line
28, immedi ately follow ng the Iine description and
identified as "Transition Funding for Denolition". The
total of all other add-ons (i.e., the sumof l|ines 28. a.-
28.e. plus any parenthetical entry on line 28, plus any

ot her add-on funding), will continue to be reflected on |ine
28 under the col um headi ng "Requested by PHA/ | HA"

Fundi ng for Conversions of Efficiency into One Bedroom
Units. The regulation includes units |ost through these
conversions as eligible for funding under "Costs resulting
fromconbi nation of two or nore units", otherw se known as
Unit reconfigurations. This eligibility is entered on Line
28c of HUD 52723

Renoval of time limt on retention of utility rate savings.
A HA taking action, such as the well head purchase of natural
gas, or admnistrative appeals or |egal action beyond normnal
public participation in rate-naking proceedi ngs, fornerly

was permtted to retain one-half the first year's cost

savings and, if the actions continued to be cost effective,
one-hal f the annual savings for an additional six years.

The regul ation reflects the renoval by Congress of this tine
limt and permts the retention of the savings for as |ong

as the actions continue to be cost effective.

Vacancy Rule. Notice PIH 96-35 (HA) transmtted the Fina
Rul e - Low I ncone Public and Indi an Housi ng Vacancy Rul e.
This final rule was published in the Federal Register on
February 28, 1996 and was first used by HAs having fisca
years beginning July 1, 1996. The rule established new
condi tions under which vacant units will receive operating
subsidy. It gives greater recognition to units that are
vacant for reasons beyond the HA's control, nmakes changes in
the current treatnent of vacant units that are part of a
noder ni zati on program and, under certain circunstances, has
HAs excl ude the unit nonths associated with | ong-term vacant
units fromthe count of unit nonths avail abl e for occupancy.
Fundi ng for Public/Indian Housing Famly Self Sufficiency
(FSS) Prograns. HAs with HUD approved FSS Action Plans nay
request additional operating subsidy under the PFS to cover
t he public housing share of the reasonabl e cost of salary
and fringe benefits for the FSS service coordi nator. Wen
Section 8 and public/Indi an housi ng FSS prograns are

conbi ned, the shared costs of the service coordi nator nust
be prorated between the prograns using an equitabl e
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al | ocation systemsuch as percentage of tine or nunber of
FSS participants. The subsidy may al so be increased by an
anmount equal to the PFS A | owabl e Expense Level for each
vacant public housing unit approved by HUD for provision of
supportive services to support Section 8 and/or public
Housi ng FSS prograns. These FSS costs are eligible under
the PFS regul ation as costs attributable to a change in
Federal Law and shoul d be entered on Line 28a of Form HUD
52723, Calcul ation of PFS Qperating Subsidy.

4. No PFS funding for Tenant Qpportunity Program (TOP). The
Final Rule on Tenant Participation and Tenant Qopportunities
in Public and I ndi an Housi ng was publ i shed on August 24,
1994. The regul ati on changes the PFS to add two new
categories of eligibility: Funding for Resident Council
Expenses and Funding for Resident Council COfice Space. As
the regul ation and preanbl e state, both of these additions

are "subject to appropriations". W do not have
appropriations to support these additions. The Depart nent
will issue a Notice to all HAs if funds are appropriated for

t hese pur poses.

5. Eli mnation of Heating Degree Day Adjustnent in the PFS. 0)]

Qctober 13, 1994, a Final Rule was published in the Federal

Regi ster which elimnates the application of the heating

degree day adjustnment factor for utility consunption. A

copy of this Final Rule was provided in the PFS Notice for

FY 1995 (Notice PIH 94-81). The first years that will not

be adjusted will be fiscal years ending 12/95, 3/96, 6/96,

and 9/ 96.

If additional information is needed, please contact Joan
DeWtt, Director, Finance and Budget Division, Ofice of Public
and Assi sted Housi ng perations, at (202) 708-1872. Ofices of
Native Anerican Prograns or |ndian Housing Authorities shoul d
contact Debbie Lalancette, (fice of Native American Prograns, at
(303) 765-1600.

/sl Mchael B. Janis for

Kevi n Emanuel Nar chman

Acting Assistant Secretary for
Public and | ndi an Housi ng

At t achnent s






STATE

Al abama
Ari zona

Ar kansas
California

Col or ado
Connecti cut

Del awnar e
D.C

Fl orida
CGeorgi a

Hawai i
| daho

Illinois
| ndi ana

| ona
Kansas

Kent ucky
Loui si ana

Mai ne
Maryl and

Massachusetts
M chi gan

M nnesot a
M ssi ssi ppi

M ssouri

(For PHAY I HA Fi scal
April

---See Appendix 4 for listing of Metro areas---

PFS | NFLATI ON FACTCR

METRO NON- METRO

1
1

032
031

. 020
. 016

. 020
. 029

. 022
. 043

. 016
. 019

. 032
. 039

. 044
. 023

. 022
. 016

. 016
. 018

. 015
. 018

. 026
. 031

. 025
. 026

. 019

1. 036
1.018

1.023
1.018

1. 026
1. 029

1. 029
NA

1. 026
1.017

1. 036
1. 025

1.017
1. 020

1.024
1.019

1.017
1.022

1.013
1.022

1. 007
1.024

1. 020
1. 026

1. 026

STATE

Mont ana
Nebr aska

Nevada
New Hanpshire

New Jer sey
New Mexi co

New Yor k
North Carolina

Nort h Dakot a
thio

&l ahoma
QO egon

Pennsyl vani a
Rhode | sl and

South Carolina
Sout h Dakot a

Tennessee
Texas

U ah
Ver nont

Virginia
Washi ngt on

West Virginia
W sconsi n

Wom ng

1997)

Years Begi nni ng January 1, 1997,
1, 1997, July 1, 1997 and Cctober 1,

METRO

1.028
1.019

1.023
1.013

1. 040
1. 026

1. 030
1. 029

1.021
1.028

1. 029
1. 025

1. 025
1.017

1. 015
1.031

1.034
1. 020

1. 026
1.031

1.021
1. 026

1.011
1.022

1. 007

Appendi x 1

NON- METRO

1.017
1.021

1. 041
1. 020
1.023

1.028
1.023

1.022
1.023

1. 029
1. 025

1. 025
1.017

1. 016
1. 027

1.031
1.017

1.028
1.018

1.019
1. 020

1. 016
1.028

1.014



Appendi x 2

PFS EQUATI ON FCR REQUESTED BUDGET YEAR
FY 1997

A O all forns and worksheets, refer to the applicabl e dates bel ow each
time Qurrent or Requested Year appears

1. Qurrent Year - Agency fiscal year ending Decenber 31, 1996, March
31, 1997, June 30, 1997, or Septenber 30, 1997.

2. Requested Year - Agency fiscal year ending Decenber 31, 1997
March 31, 1998, June 30, 1998, or Septenber 30, 1998.
B. Formul a Expense Level equation multipliers and equation calibration

constant. Enter these nunbers on form HUD-52720-B.

CGPERATI NG FACTCR MLTI PLI ER

Nunber of pre-1940 rental units occupi ed

by poor househol ds as a percentage of the

popul ati on of the community. 7.954
Local government wage rate index. 116. 496

Nunber of two or nore bedroomunits or
15, 000 whi chever is |ess. . 002896

Ratio of three or nore bedroomunits to total
dwel I i ng units. 22.303

Ratio of two or nmore bedroomunits in high
rise famly projects to total dwelling units. 37.294

Equation calibration constant. -.2344



Appendi x 3
FEL | NCREASE WORKSHEET FOR FY 1997
Fi scal Years Beginning 1/1/97, 4/1/97, 7/1/97, and 10/ 1/ 97

Fol | ow t hese seven steps to conplete an entry for Form HUD 52720- B.
The answer is entered on Line 4, Part M.
Conpl ete current year, requested year, or both, in accordance with the
instructions on the Form
CURRENT YR REQUESTED YR

1. Enter anount on Line 3, Part VI of HUD 52720-B

2. Enter FY 89 Increase Factor fromtabl e bel ow X X

3. Miltiply Line 1 by Line 2 = =

4. FY 89 I|nsurance |ncrease + 8. 45 + 8. 45

5. Add Line 3 and Line 4 = =

6. Enter FY 90-96 Increase Factor (table next page) X X

7. Miltiply Line 5 by Line 6. FORMLA EXPENSE LEVEL = =

EY 89 I NCREASE FCOR LI NE 2 ABOVE

NOTE: These |Increase Factors include Inflation and Delta increases.

STATE METRO NON- METRO STATE METRO NON- METRO

Al abama 1. 04520 1. 04419 Mont ana 1. 04922 1.04822
Ari zona 1. 05022 1.04721 Nebr aska 1. 05324

1. 05123

Ar kansas 1. 04620 1. 04520 Nevada 1. 05223 1. 05324

California 1.05625 1.05425 New Hanpshire 1.06731 1.06731

Col or ado 1.05022 1.04721 New Jer sey 1. 06429 NA

Connecti cut 1. 06832 1. 06630 New Mexi co 1. 05123 1. 04822

Del awnar e 1. 06530 1. 06530 New Yor k 1. 05927 1. 05726

D C 1. 04822 NA North Carolina 1. 05927 1. 05726

Fl ori da 1. 05927 1. 05826 Nort h Dakot a 1. 04219 1. 04419

CGeorgi a 1. 05826 1. 05726 thio 1. 05123 1.05123

Hawai i 1. 05123 1. 05022 k| ahoma 1. 03816 1. 03716

| daho 1.04721  1.04620 QO egon 1.04922  1.04822

[11inois 1.04822  1.04721 Pennsyl vani a 1.06028 1.05927

| ndi ana 1. 05425 1. 05525 Rhode | sl and 1. 06530 1. 06630

| ona 1. 05022 1. 05022 South Carolina 1. 05625 1. 05625

Kansas 1. 04721 1.04721 Sout h Dakot a 1. 04922 1. 05022

Kent ucky 1.05726  1.05726 Tennessee 1.05525 1.05425

Loui si ana 1. 04319 1. 04219 Texas 1. 04419 1. 04219

Mai ne 1. 06229 1.06128 U ah 1. 03816 1. 03716

Maryl and 1.06128 1.06128 Ver mont 1.06028 1.05927



Massachusetts
M chi gan

M nnesot a

M ssi ssi ppi

M ssouri

1. 05625

1. 04419

1. 04922

1. 04822

1. 05525

1. 05425

1. 04419

1.04721

1.04721

1. 05425

Virginia
Washi ngt on
West Virginia
W sconsin

Wom ng

1. 05726

1. 04319

1. 04620

1. 05324

1. 04419

1. 05726

1. 04017

1. 04822

1. 05324

1. 04319



Appendi x 3
-2-

FEL | NCREASE WORKSHEET FOR FY 1997
(conti nued)

EY 90 - 96 | NCREASE FCR LI NE 6 ABOVE
NOTE: These |Increase Factors include Inflation and Delta increases.

STATE METRO NON- METRO STATE METRO NON- METRO

Al abanma 1.36159 1.36612 Mont ana 1.30905 1.30204
Ari zona 1.30478 1.30266 Nebr aska 1.35372  1.38126
Ar kansas 1.36243  1.34574 Nevada 1.39469 1.40890
California 1.41005 1.35492 New Hanpshire 1.53071 1.50570
Col or ado 1.32006 1.31394 New Jer sey 1.53322 NA
Connect i cut 1.56380 1.58459 New Mexi co 1.30894 1.27426
Del awar e 1.46761  1.46193 New Yor k 1.44898  1.49901
D.C 1. 38527 NA North Carolina 1.41338 1.38472
Fl orida 1.40617 1.40767 Nort h Dakot a 1.28381  1.28353
Georgi a 1.38549 1.35129 Chio 1.39299 1.38724
Hawai i 1.48706  1.49491 Gkl ahona 1.31349 1.31262
| daho 1.34301 1.35597 QO egon 1.37179  1.36569
[11inois 1.40315 1.36599 Pennsyl vani a 1.46003 1.44011
| ndi ana 1.39841  1.40828 Rhode | sl and 1.43526  1.38319
| ona 1.37611  1.37443 Sout h Carolina 1.41325  1.38848
Kansas 1.35626  1.29503 Sout h Dakot a 1.38820 1.32984
Kent ucky 1.37607 1.40951 Tennessee 1.37754 1. 38566
Loui si ana 1.33365 1.33681 Texas 1.32156  1.31810
Mai ne 1.45962 1.46042 U ah 1.28089 1.27786
Maryl and 1.45544  1.46532 Ver mont 1.42631 1.46476
Massachusetts 1.44652  1.52360 Virginia 1.40749 1.39214
M chi gan 1.41323  1.38574 Washi ngt on 1.37964  1.37312
M nnesot a 1.35484  1.34463 West Virginia 1.35026 1.36732
M ssi ssi ppi 1.37872  1.38013 W sconsi n 1.38467  1.41985
M ssouri 1.36499 1.33932 Wom ng 1.28158 1.25204



Appendi x 4
LI STI NG CF METRCPCLI TAN AREAS
(For PHA 1 HA Fiscal Years Beginning In Cal endar Year 1996)
Note: Areas |listed are counties, unless otherw se identified.

ALABANVA Sant a Bar bara El 1ington Stafford
Santa O ara Enfield Stanford
Aut auga Santa Oruz Fairfield St oni ngt on
Bal dwi n Shast a Far m ngt on Stratford
Bl ount Sol ano Frankl i n Suffield
Cal houn Sonona d ast onbury Thomast on
Col bert St ani sl aus Q@ anby Thompson
Dal e Sutter G eenwi ch Tol | and
El nore CA (cont.) Qiswold Trunbul |
Et onah G oton Ver non
Houst on Tul are Qiilford Wl i ngford
Jefferson Vent ura Haddam Washi ngt on
Lauder dal e Yol o Handen Wt er bury
Law ence Yuba Hartford Waterford
Li nest one Har wi nt on Wt er t own
Madi son COLCRADO Hebr on West Hartford
Mobi | e CT towns (cont.) Wst Haven
Mont gonery Adans Vst on
Mor gan Ar apahoe Ki II'i ngworth st por t
Russel | Boul der Lebanon Wt hersfield
St. Qair Denver Ledyard WIIington
Shel by Dougl as Li sbon Wilton
Tuscal oosa El Paso Madi son W nchest er
Jef ferson Manchest er W ndham
AR ZONA Lari nmer Mansfi el d
Mesa Mar | bor ough CT towns (cont.)
Coconi no Puebl o Meri den
Mar i copa Vel d M ddl ebury W ndsor
Mbhave M ddl efield Wndsor Locks
Pi ma CONNECTI QUT M ddl et own Wl cot t
Pi nal (towns) MIford Wodbr i dge
Yuna Monr oe Wodbury
Andover Montvill e
ARKANSAS Ansoni a Naugat uck DELAWARE
Ashford New Britain
Bent on Avon New Canaan Kent
O ai ghead* Bar khanst ed New Fairfield New Cast | e
G awford Beacon Fal I s New Hartford
Oittenden Berlin New Haven DC
Faul kner Bet hany New London
Jefferson Bet hel New M | ford Washi ngt on
Lonoke Bet hl ehem Newi ngt on
MIler Bl oonfiel d Newt own FLOR DA
Pul aski Bol t on North Branford
Sal i ne Bozr ah North Haven Al achua
Sebasti an Branf ord North Stonington Bay
Washi ngt on Bri dgeport Nor wal k Brevard
Bri dgewat er Norwi ch Br owar d
CALI FCRNI A Bri stol ad Lyme Charlotte
Br ookfi el d ad Saybrook d ay
Al aneda Burl'i ngt on O ange Col lier
Butte Cant er bury Oford Dade
Contra Costa Cant on Plainfield Duval |
El Dorado Chaplin Plainville Escanbi a
Fresno Cheshire Pl ynout h Fl agl er
Kern dinton Port| and Gadsden
Los Angel es Col chest er Preston Her nando
Mader a Col unbi a Pr ospect H | | sbor ough
Mari n Coventry Reddi ng Lake
Mer ced O onwel | R dgefield Lee
Mont er ey Danbury Rocky H 11 Leon
Napa Darien Roxbury Manat ee
O ange Der by Sal em Mari on
P acer Dur ham Seynour Martin
R versi de East @ anby Shel ton Nassau
Sacr anent o East Haddam Sher man Ckal oosa
San Ber nar di no East Hanpt on Si msbury O ange
San D ego East Hartford Sorrer s Csceol a
San Franci sco East Haven Sout h W ndsor Pal m Beach
San Joaqui n East Lyme Sout hbury Pasco
San Luis bispo East Wndsor Sout hi ngt on Pi nel | as
San Mat eo East on Spr ague Pol k
County Name* = New addition to |ist, Sounty—Narre— = Deleted fromlist.



Appendi x 4
LI STI NG CF METRCPCLI TAN AREAS
(For PHA 1 HA Fiscal Years Beginning In Cal endar Year 1996)
Note: Areas |listed are counties, unless otherw se identified.

St. Johns Q undy Li nn W Baton Rouge
St. Lucie Henry Pol k
Sant a Rosa Jer sey Pott awnat t am e MAI NE ('t owns)
Sar asot a Kane Scot t
Seni nol e Kankakee \War ren Auburn
Vol usi a Kendal | Wodbury Bangor

Lake Ber wi ck
CGECRG A McHenry KANSAS Br ewer

McLean Buxt on
Bar r ow Macon But | er Cape Hizabeth
Bart ow Madi son Dougl as Casco
Bi bb Menar d Har vey Qunber | and
Bryan Monr oe Johnson Eddi ngt on
Carrol | )l e Leavenworth Bl iot
Cat oosa Peori a M am Fal nmout h
Chat ham Rock 1 sl and Sedgwi ck Freeport
Chat t ahoochee St. dair Shawnee d enburn
Cher okee Sangarnon Wandot t e Gor ham
d arke Tazewel | Qay
d ayton WII KENTUCKY Q eene
Cobb W nnebago Hanpden
Col unbi a Wpodf or d Boone Her non
Cowet a Bour bon Hol den
Dade I NDI ANA Boyd Hollis
DeKal b Bullitt Kenduskeag
Dougherty Adans Canpbel | Kittery
Dougl as Alen Carter Lewi ston
Ef fi ngham Boone Christian Li m ngt on
Fayette dark dark Li sbon
Forsyth d ay Davi ess Mechanic Falls
Ful ton dinton Fayette Mlford
G nnet t Dear born Gl latin North Yar nmout h
Harris DeKal b G ant dd Ochard Beach
GA (cont.) Del awar e Q eenup ad Town

Bl khart Hender son O ono
Henry Fl oyd Jefferson Qrington
Houst on Hami | t on Jessani ne Penobscot | ndi an
Jones Hancock Kent on Pol and
Lee Harri son Madi son Port| and
Madi son Hendri cks a dham Raynond
MDuffie Howar d Pendl et on Sabat t us
Muscogee Scot t Scar bor ough
Newt on IN (cont.) Wodf or d Sout h Berwi ck
Cconee Sout h Portland
Paul di ng Hunt i ngt on LQU S| ANA St andi sh
Peach Johnson Tur ner
Pi ckens Lake Acadi a Veazi e
R chnond Madi son Ascensi on Wl es
Rockdal e Mari on Bossi er W\ést br ook
Spal di ng Monr oe Caddo W ndham
Twi ggs Mor gan LA (cont.) W nt er port
al ker Chio Yar nout h
Wl t on Porter Cal casi eu Yor k

Posey E. Baton Rouge
HAWAI | St. Joseph Jefferson MARYLAND

Scot t Laf ayette
Honol ul u Shel by Laf our che Al | egany

Ti ppecanoe Li vi ngst on Anne Arundel
| DAHO Ti pton O | eans

Vander bur gh Quachita MD (cont.)
Ada Verm | lion Pl aqueni nes
Bannock* Vi go Rapi des Bal ti nore
Canyon Warrick St. Bernard Baltinmore Aty

Vells St. Charles Cal vert
ILLINO S Wi tl ey St. James Carroll

St. John the Ceci |

Boone 1 OM Bapt i st Charl es
Chanpai gn St. Landry Frederi ck
dinton Bl ack Hawk St. Martin Har ford
Cook Dal | as St. Tammany Howar d
DeKal b Dubuque Terr ebonne Mont gonery
DuPage Johnson bst er Prince Georges

County Name* = New addition to |ist,

Sounty—Narre— = Deleted froml

ist.



Appendi x 4
LI STI NG CF METRCPCLI TAN AREAS
(For PHA 1 HA Fiscal Years Beginning In Cal endar Year 1996)
Note: Areas |listed are counties, unless otherw se identified.

Queen Anne's East Bridgewat er Maynar d Shrewsbury
Washi ngt on East Brookfield Medfi el d Sorrer set
East Longneadow Medf ord Sorrervill e
MASSACHUSETTS East ham MA towns (cont.) Sout h Hadl ey
(t owns) East hanpt on Sout hbor ough
East on Medway Sout hbri dge
Abi ngt on Essex Mel r ose Sout hhanpt on
Act on Everett Mendon Sout hwi ck
Acushnet Fai r haven Merri mac Spencer
Adans Fall R ver Met huen Springfield
Agawam Fi t chburg M ddl ebor ough Sterling
Aresbury Foxbor ough M ddl et on
Arher st Fr am ngham MIford MA towns (cont.)
Andover Frankl i n M Il bury
Arlington Fr eet own MIlis St ockbri dge
Ashbur nham Gar dner MIlville St oneham
Ashby Geor get own Mlton St ought on
Ashl and Qd oucest er Monson St ow
Attl eboro Qafton Mont gonery St ur bri dge
Aubur n Q@ anby Nahant Sudbury
Avon G oton Nat i ck Sunder | and
Ayer Q ovel and Needham Sutt on
Bar nst abl e Hadl ey New Bedf or d Swanpscot t
Barre Hal i f ax Newbur y Swansea
Bedf ord Ham | t on Newbur ypor t Taunt on
Bel chert own Hanpden Newt on Tenpl et on
Bel I i ngham Hanover Nor f ol k Tewksbury
Bel nont Hanson North Andover Topsfield
Ber ki ey Har vard N Attleboro Townsend
Berlin Harwi ch North Brookfield Tyngsbor ough
Beverly Hatfield North Readi ng Upt on
Billerica Haver hi | | Nor t hanpt on Wxbri dge
Bl ackst one H ngham Nor t hbor ough Wakefiel d
Bol t on H nsdal e Nor t hbri dge Wl pol e
Bost on Hol br ook Nor t on Wl t ham
Boxbor ough Hol den Nor wel | War e
Boxf ord Hol I and Nor wood \War eham
Boyl st on Hol I'i ston Cakham Wat ert own
Braintree Hol yoke O | eans Wayl and
Br ewst er Hopedal e Oford bst er
Bri dgewat er Hopki nt on Pal ner Wl | esl ey
Br ockt on Hudson Paxt on V¥¢nham
Br ookfi el d Hul | Peabody Vst Boyl ston
Br ookl i ne Hunt i ngt on Penbr oke Vst Bri dgewat er
BurI'i ngt on I pswi ch Pepperel | West Brookfield
Canbri dge Ki ngst on Pittsfield Vst Newbury
Cant on Lakeville Plainville West Springfield
Carlisle Lancast er Pl ynout h st bor ough
Car ver Lanesbor ough Pl ynpt on Vestfield
Charlton Law ence Princeton Weést ford
Chat ham Lee Qui ncy Vst m nst er
Chel nsford Lei cester Randol ph Vst on
Chel sea Lenox Raynham st por t
Cheshire Leoni nst er Readi ng Vst wood
Chi copee Lexi ngt on Rehobot h Wynout h
dinton Li ncol n Revere Wi t man
Cohasset Littleton R chnond W | br aham
Concord Longrmeadow Rochest er WIIiansburg
Dal t on Lowel | Rockl and W1 m ngton
Danver s Ludl ow Rockpor t W nchendon
Dar t mout h Lunenbur g Rowl ey W nchest er
Dedham Lynn Russel | W nt hr op
Denni s Lynnfiel d Rut | and Wbur n
D ght on Mal den Sal em Wr cest er
Dougl as Manchest er Sal i sbury W ent ham
Dover Mansfi el d Sandwi ch Yar nout h
Dr acut Mar bl ehead Saugus
MA towns (cont.) Mari on Scituate M CH GAN
Mar | bor ough Seekonk
Dudl ey Mar shfi el d Shar on Al | egan
Dunst abl e Mashpee Sher born Bay
Duxbury Mat t apoi sett Shirley Berrien
County Name* = New addition to |ist, Sounty—Narre— = Deleted fromlist.
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Note: Areas |listed are counti es,

Cal houn
dinton
Eat on
Cenesee

I ngham
Jackson
Kal anmazoo
Kent
Lapeer
Lenawee

Li vi ngst on
Maconb

M dl and
Monr oe
Muskegon
Qakl and
atawa
Sagi haw
St. dair
Van Buren

M towns (cont.)

Washt enaw
Wyne

M NNESCTA

Anoka
Bent on
Car ver

Chi sago

d ay
Dakot a
Hennepi n
Houst on

I santi

a nst ead
Pol k
Ransey
St. Louis
Scot t

Sher bur ne
St ear ns
Washi ngt on
Wi ght

M SSI SSI PPI

DeSot o
For r est
Hancock
Harrison
H nds
Jackson
Lamar
Madi son
Ranki n

M SSORI

Andr ew
Boone
Buchanan
Cass
Christian
d ay
dinton
Franklin
Q eene
Jackson
Jasper

LI STI NG CGF METRCPCLI TAN AREAS

Jef ferson

Laf ayette

Li ncol n

Newt on

Platte

Ray

St. Charles
St. Louis

St. Louis Gty
Sullivan Gty
Vérren

Wbst er

MONTANA

Cascade
Yel | owst one

NEBRASKA

Cass

Dakot a
Dougl as
Lancast er
Sar py

Washi ngt on

NEVADA

dark

Nye
Washoe

NEW HAMPSH RE
(t owns)

Al | enst own
Anher st

At ki nson
Aubur n
Barri ngt on
Bedf ord

Br ent wood
Br ookl i ne
Candi a
Chest er
Danville
Derry
Dover

Dur ham
East Ki ngston
Eppi ng
Exet er

Far m ngt on
Fr enont

CGof f st own
Q@ eenl and
QGeenville
Hanpst ead
Hanpt on
Hanpton Fall s
Hollis
Hookset t
Hudson
Kensi ngt on
Ki ngst on
Lee
Litchfield
Londonderry
Madbury

County Name* = New addition to |ist,

Manchest er
Mason

Mer ri mack
Ml ford
Mlton

Mont  Ver non
Nashua

New Castl e
New | pswi ch
Newf i el ds
Newi ngt on
Newrar ket
Newt on

Nort h Hanpt on
Pel ham

Pl ai st ow
Por t snout h
Raynond
Rochest er
Rol i nsford
Rye

Sal em
Sandown
Seabr ook
Soner swort h
Sout h Hanpt on
St rat ham
Vear e
WIlton

W ndham

NEW JERSEY

Atlantic
Ber gen
Burl'i ngt on
Canden

NJ (cont.)

Cape May
Qunber | and
Essex

d oucest er
Hudson
Hunt er don
Mer cer

M ddl esex
Monnout h
Morris
Ccean
Passai c
Sal em
Soner set
Sussex

Uni on
Virren

NEW MEXI CO

Bernalillo
Dona Ana
Los Al anos
Sandoval
Santa Fe
Val enci a

NEW YORK

Al bany
Br onx

Br oone
Cayuga

Sounty—Narre— = Deleted froml
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Years Begi nning I n Cal endar Year 1996)
unl ess ot herwi se identified.

Chaut auqua
Chemung
Dut chess
Erie
Genesee
Her ki mer

Ki ngs

Li vi ngst on
Madi son
Monr oe
Mont gonery
Nassau

New Yor k

N agar a
(nei da
(hondaga
Otario

O ange

O | eans
Gswego

Put nam
Queens
Renssel aer
R chrmond
Rockl and
Sar at oga
Schenect ady
Schohari e
Suf f ol k

Ti oga
Vérren
Washi ngt on
Vayne

Wést chest er

NCRTH CARCLI NA

Al amance
Al exander
Br unswi ck
Bunconbe
Bur ke
Cabarrus
Cal dwel |
Cat anwba
NC (cont.)

Chat ham
Qunber | and
Qurrituck
Davi dson
Davi e

Dur ham
Edgeconbe
Forsyth
Franklin
Gaston
Quilford
Johnst on

Li ncol n
Madi son
Meckl enbur g
Nash

New Hanover
sl ow

O ange
Pitt

Randol ph
Rowan

St okes

Uni on

Wake

ist.
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Note: Areas |listed are counti es,

Vyne
Yadki n

NCRTH DAKCTA

Bur | ei gh
Cass

QG and Forks
Mort on

CH O

Alen
Asht abul a
Augl ai ze
Bel mont

Br own

But | er
Carrol |
dark

d er nont
Col unbi ana
O awford
CQuyahoga
Del awar e
Fairfield
Franklin
Ful t on
Geauga

Q eene
Ham |t on
Jef ferson
Lake

Law ence
Li cki ng
Lorain
Lucas

Madi son
Mahoni ng
Medi na

M am

Mont gonery
Pi ckaway
Por t age

R chl and
Stark
Sunmi t
Trunbul |
Virren
Washi ngt on
Wod

CKLAHOVA

Canadi an
d evel and
Conanche
O eek
Garfield
Logan
Md ain
Ckl ahoma
Gsage

Pot t awat om e
Roger s
Sequoyah
Tul sa
Vagoner

CREGON

LI STI NG CGF METRCPCLI TAN AREAS

d ackanas
Col unbi a
Jackson
Lane

Mar i on

Ml t nomah
Pol k

Washi ngt on
Yanhi | |

PENNSYLVAN A

Al | egheny
Beaver

Ber ks

Bl air
Bucks
But | er
Canbri a
Car bon
Centre
Chest er

Col unbi a
Qunber | and
Dauphi n
Del awar e
Erie
Fayette
Lackawanna
Lancast er
Lebanon
Lehi gh
Luzer ne
Lycom ng
Mer cer

Mont gonery
Nor t hanpt on
Perry

Phi | adel phi a
Pi ke

Somer set
Washi ngt on
Vst nor el and
Woni ng
Yor k

RHCDE | SLAND
(t owns)

Barri ngt on

Bri st ol
Burrillville
Central Falls
Charl est own
Coventry
Cranston
Qunber | and
East Q eenwi ch
East Provi dence
Exet er

Fost er

R towns (cont.)

d ocester

Hopki nt on
Janest own
Johnst on

Li ncol n

Littl e Conpton
Nar r aganset t
Nort h Ki ngst own

County Name* = New addition to |ist,

Years Begi nning I n Cal endar Year 1996)
unl ess ot herwi se identified.

Nort h Provi dence
North Smthfield
Pawt ucket

Pr ovi dence

R chnond
Scituate
Smthfield

Sout h Ki ngst own
Tiverton

Virren

Vérwi ck

Vst QG eenwi ch
Vst Varw ck
Wésterly
Wonsocket

SQUTH CARCLI NA

Al ken
Ander son
Ber kel ey
Charl eston
Cher okee
Dor chest er
Edgefiel d
Fl orence
QGeenville
Horry

Lexi ngt on
Pi ckens

R chl and
Spart anbur g
Sunt er

Yor k

SQUTH DAKOTA

Li ncol n
M nehaha
Penni ngt on

TENNESSEE

Ander son

Bl ount
Carter
Cheat ham
Davi dson

D ckson
Fayette
Ham |t on
Hawki ns
Knox
Loudon
Madi son
Mar i on
Mont gonery
Robert son
Rut herford
Sevi er

Shel by

Sul l'i van
Surmer

Ti pton

Uni coi

Uni on
Washi ngt on
WI1ianson
W1 son

TEXAS

Sounty—Narre— = Deleted froml
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Ar cher
Bast r op
Bel |

Bexar

Bowi e
Brazoria
Brazos

Cal dwel |
Canrer on
Chanber s
Collin
Conal
Coryel |
Dal | as
Dent on
Ect or

E Paso
Hlis
Fort Bend
Gal veston
QG ayson
G egg
Quadal upe
Hardin
Harris
Harrison
Hays
Hender son
H dal go
Hood

Hunt

Jef ferson
Johnson
Kauf man

Li berty
Lubbock
McLennan
M dl and
Mont gonery
Nueces

O ange
Par ker

Pot t er
Randal |
Rockwal |
San Patricio
Smth
Tarr ant
Tayl or
Tom G een
Travis
Upshur
Victoria
Wl | er
Vébb
Wchita
WI1ianson
W1 son

UTAH

Davi s
Kane

Salt Lake
U ah
Vber

VERMONT ('t owns)
BurI'i ngt on

Charlotte
Col chest er

ist.



(For PHAY I HA Fi scal
Note: Areas |listed are counti es,

Essex

Fai r f ax
CGeorgi a
Gand Isle
H nesbur g
Jericho

VT towns (cont.)

Mlton

R chnond

St. Albans Aty
St. Al bans Town
St. CGeorge

Shel bur ne

Sout h Burli ngton
South Hero
Swant on
WIliston

W nooski

VIRG N A

A bermarl e Co.
A exandria Gty
Arherst Co.
Arlington Co.
Bedford Gty
Bedford Co.
Bristol Gty
Bot et ourt Co.
Campbel I Co.
Charles Gty Co.
Charlottesville
Aty
Chesapeake Aty
Chesterfield Co.
d arke Co.
Col oni al Hei ghts
Aty
Qul peper Co.
Danville Gty
D nw ddi e Co.
Fairfax Aty
Fairfax Co.
Falls Church Aty
Fauqui er Co.
Fl uvanna Co.
Frederi cksburg
Aty
d oucester Co.
Goochl and Co.
QG eene Co.
Hanpton Gty
Hanover Co.
Henrico Co.
Hopewel | Gty
Isle of Wght
Co.
Janes Gty Co.
King George Co.
Loudoun Co.
Lynchburg Gty
Manassas Gty
Manassas Par k
Aty
Mat hews Co.
New Kent Co.
Newport News Oty
Norfolk Gty
Petersburg Gty
Pittsyl vania Co.

County Name* = New addition to |ist,

LI STI NG CGF METRCPCLI TAN AREAS

Poquoson Gty Washi ngt on

Portsmouth Gty Waukesha

Powhat an Co. W nnebago

Prince George Co.

Prince WIIliam WYCM NG
Co.

R chrmond Gty Laram e

Roanoke Gty Nat r ona

Roanoke Co.

Salem Gty

Scott Co.

Spot syl vani a Co.

Stafford Co.

Suffolk Gty

Va. Beach Gty

VA (cont.)

Varren Co.

Washi ngt on Co.
Williansburg Gty
York Co.

WASHI NGTON

Bent on
dark
Franklin
I'sl and

Kit sap

Ki ng

Pi erce
Snohom sh
Spokane
Thur st on
What com
Yaki na

VEST VIRAN A

Ber kel ey
Br ooke
Cabel |
Hancock
Jef ferson
Kanawha
Mar shal |
M ner al
Chio

Put nam
Vayne
Wod

W SCONSI N

Br own

Cal unet
Chi ppewa
Dane

Dougl as
Eau A aire
Kenosha
La Orosse
Mar at hon
M | waukee
Qut agam e
C(zaukee

Pi erce
Raci ne
Rock
Sheboygan
St. Ooix

Years Begi nning I n Cal endar Year 1996)
unl ess ot herwi se identified.

Sounty—Narre— = Deleted fromlist.
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[ Federal Register: Septenmber 30, 1996 (Volune 61, Nunber 190)] [Rul es and
Regul ati ons] [Page 51177-51184] Fromthe Federal Register Online via GPO
Access [wai s. access. gpo. gov]

[[ Page 51177]]

Part V

Depart ment of Housi ng and W ban Devel oprrent

24 CFR Parts 950 and 990
Publ ic and I ndi an Housi ng Performance Fundi ng System Incentives; InterimRule
[[ Page 51178]]
DEPARTMENT OF HOUSI NG AND URBAN DEVEL CPMVENT
O fice of the Assistant Secretary for Public and | ndi an Housi ng
24 CFR Parts 950 and 990
[ Docket No. FR-4072-1-01] RN 2577- AB65
Public and I ndi an Housi ng Performance Fundi ng System | ncentives
AGENCY: Office of the Assistant Secretary for Public and I ndian Housi ng, HUD.

ACTION Interimrule.

SUMWARY: This interimrule anends HUD s regul ations for the Performance

Fundi ng Systemthat governs payment of operating subsidy to Public Housing
Agenci es and | ndian Housing Authorities (collectively called Housi ng Agenci es
or HAs). It nakes four principal changes: it codifies incentive adjustnents
that were made for Federal Fiscal Years 1996 through 1998 via a Notice to
Housi ng Agencies; it adds a provision to gradual |y phase down operating

subsi di es provi ded to Housi ng Agenci es when they obtain HUD approval to
denolish units; it clarifies how conbining two efficiency units into a
one-bedroomunit is to be treated for operating subsidy eligibility; and it
renoves a limtation on the time period that applies to an HA's eligibility to
benefit fromcertain utility savings efforts.

A rule is necessary because the incentives that were contained in the
ref erenced Notice were based on legislation that expires after Septenber 30,
1996. Wthout action by HUD to continue these incentives beyond that date, HAs
may be reluctant to adopt and inpl enent worthwhile practices based solely on
the provisions of the Notice. Since the Secretary has authority to regulate in
this area, pronulgation of this interimrule will give HAs a regul atory basis
for adopting worthy changes. The change with respect to utility savings is to
conformthe regulation to the statute, since a six-year limtation was just
renoved fromthe authorizing statute.

DATES: Effective date: Cctober 30, 1996, except that Secs. 950. 725(b),

950. 756, 950. 757, 990.109(b), 990.114, and 990. 116 shall not becone effective
until the OMB approval of the infornation collections contained in those
sections are announced by a separate publication in the Federal Register.
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Comment due date: Comments nmust be subnitted by Novenber 29, 1996.

The deadline for comrents on the information collection requirenents is
Noverber 29, 1996, although comrenters are advi sed that a comment is best
assured of having its full effect if it is received by the Ofice of
Managenment and Budget (OVB) within 30 days of publication. See the Public
Reporting Burden headi ng under the Findings and Certifications section of this
preanbl e regarding the information collection burden

ADDRESSES: Interested persons are invited to submt comrents regarding this
rule to the Ofice of the CGeneral Counsel, Rules Docket O erk, room 10276,
Department of Housi ng and W ban Devel oprent, 451 Seventh Street, SW

Washi ngt on, DC 20410- 0500. Conmments should refer to the above docket nunber
and title of the rule. Facsinile (FAX) comrents are not acceptable. A copy of
each communi cation submitted will be available for public inspection and
copyi ng during regul ar business hours (weekdays 7:30 a.m to 5:30 p.m Eastern
time) at the above address.

Comrents on the informati on collections contained in the rule, which are
described in detail in the section, Findings and Certifications, nmust refer to
t he docket nunber and title of the rule and be sent to:

Joseph F. Lackey, Jr., HUD Desk (ifficer, Ofice of Managenent and Budget, New
Executive Office Building, Washington, DC 20503

and Reports Liaison Oficer, Room4238, (Ofice of Public and Indian
Housi ng, Department of Housing and Wban Devel opment, 451 Seventh Street, SW
Washi ngt on, DC 20410- 5000.

FOR FURTHER | NFORVATI ON CONTACT: For the public housing program contact Joan
DeWtt, Director, Finance and Budget D vision, (fice of Public and Assisted
Housi ng Qperations, Departnent of Housing and W ban Devel opnment, 451 Seventh
Street, SW, Wshington, DC 20410, tel ephone (voice): (202) 708-1872, ext.
4035. (This is not a toll-free nunber.) For hearing- and speech-inpaired
persons, this nunber may be accessed via text tel ephone by dialing the Federa
Information Rel ay Service at 1-800-877-8339

For the Indian housi ng prograns, contact Deborah Lal ancette, D rector
Housi ng Managenment D vision, (fice of Native Arerican Prograns, Departnent of
Housi ng and W ban Devel opnent, Room B-133, 451 Seventh Street, SW,

Washi ngt on, DC 20410, tel ephone (voice): (202) 755-0088. (This is not a
toll-free nunber.) For hearing- and speech- inpaired persons, this nunber nay
be accessed via text telephone by dialing the Federal Information Rel ay
Service at 1-800-877-8339.

SUPPLEMENTARY | NFCRVATI O\

. Changes to Encourage HAs to Facilitate Resident Enploynent and Undertake
Entrepreneurial Initiatives

Congress enacted the Bal anced Budget Downpayment Act | on January 26,
1996 (Pub. L. No. 104-99), effective only for Federal Fiscal Year 1996. This
legislation permtted housing agencies to take actions to attract and retain
working famlies in occupancy such as the adoption of ceiling rents, adoption
of earned income adjustments that woul d make work attractive to tenants, and
adoption of |ocal preferences. The legislation al so repeal ed Federa
adm ssi ons pref erences.

HUD i ssued a Notice to housing agencies (PIH 96-24) in the spring of
1996, providing an incentive under the Perfornmance Funding System (PFS) for
HAs that nake significant efforts to utilize the new optional earned income
adj ustrents for existing residents or that undertake entrepreneuria
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activities. The Notice made the incentive effective for the shorter of the
peri od of three Federal Fiscal Years (FFYs), 1996- 1998, or the period during
which there is a shortfall in the availability of funds to pay full operating
subsidy eligibility to all HAs. Specifically, the Notice permtted HAs that

i npl ement the optional earned incone exclusion for existing residents to

of fset performance funding system (PFS) funding shortfalls by retaining
increases in dwelling rental income that result fromincreases in residents'
earned i ncones. The Notice also provided an incentive related to other income
earned by the HAs through entrepreneurial activities. This rule adopts simlar
changes.

The Secretary has authority under section 3 of the United States Housing
Act of 1937, 42 U S.C 1437a, to define the term “incorme,'' as it used for
pur poses of deternining eligibility and rental paynment in the public and
I ndi an housi ng prograns. A though the Appropriations Act provision expires at
the end of the current fiscal year (Septenber 30, 1996), a change nade by the
Secretary in the definition of inconme permtting HAs to adopt an excl usion for
earned i ncone can have longer lasting effect. The Secretary is exercising this
authority in another pending rul emaki ng, but this rule specifies the inpact of
adopti on of such an exclusion by an HA

[[ Page 51179]]

Under this new policy, HAs have the authority to establish their own
earned i ncone exclusion, as a neans of attracting and retaining nore tenants
with earned incone. PFS subsidies, however, will be cal cul ated without respect
to either decreases in rental income resulting fromthe exclusion, or
i ncreases resulting from higher rents received from househol ds with earned
incore. In general, HAs that opt to adopt earned incone excl usions will
increase their total income if they are successful in obtaining nmore and/or
hi gher i nconme working tenants but will lose income if their policies do not
produce a net increase in rent revenues.

To pernit proper determ nation of operating subsidy eligibility, in
accordance with the principle stated above, a housing agency that adopts an
earned i ncone exclusion will have to cal cul ate and docunent the follow ng:

(1) Per unit rental income fromresident earned incone in the April 1,
1996 rent roll

(2) Afuture nmonth's per unit rental income fromresident earned i ncone
(see Secs. 950.757(b) and 990.116(b)); and

(3) Afuture nmonth's rent roll adjusted so that it does not reflect
decreases resulting fromthe HA' s inplenentation of an optional earned income
excl usion (see Secs. 950.725(b) (1) (ii) and 990.2109(b)(1)(ii)).

In addition to the change with respect to an earned i ncome adj ustnent,
the Department's recent Notice suspended a three percent change factor applied
to project an HA' s dwelling rental incone. In recent years this assunption of
an increase in the dwelling rental income has not been realized. In order to
ensure that all HAs receive a | evel of funding that nost nearly reflects their
final eligibility based on actual experience, without requiring themto
request a year end adjustnent, the Department suspended use of the change
factor for the same period of tine as applies to the earned i ncone excl usion
This rule codifies that change, as well.

The rationale for incorporating these changes in the PFS regulation is to
ensure some degree of continuity in Departmental policy on which HAs may rely.
The Department believes that these measures can significantly inprove the
stability of HAs by pernitting HAs to inprove the income nix in their
devel oprment s, and thus increase dwelling rental income. The retention by HAs
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of additional rental income--and other income--above that permtted under the
current PFS forrmula, up to 100 percent of their PFS eligibility, will directly
allow these HAs to provi de better housing services in their coomunities.

There is statutory authority for these changes under section 9 of the
United States Housing Act of 1937, 42 U S. C. 1437g. That provision authorizes
HUD t o base operating subsidy to housi ng agenci es on a perfornance funding
systemthat is substantially based on the systemdefined in regulations and in
effect on February 5, 1988. These changes to the PFS are not substantia
changes. They deal only with the matter of how to cope with a subsidy
shortfall during the three-year period of FY 1996 through FY 1998, but they do
not apply during any FFY during which there is not an overall PFS shortfall

Il. Transition Funding for Units Approved for Denolition

This rule also contains a change to the PFS regul ations to provide a
short transition period of funding for HAs that have recei ved approval to
denol i sh HA-owned public or Indian housing units. The purpose of the change is
to encourage and support efforts by an HA to reduce its overhead costs in a
pl anned and orderly manner when its inventory of units is reduced by
denolition

Under the current PFS regulations, units are no longer eligible for
operating subsidy when the Department approves the unit for deprogranmm ng
(including approval to denolish the unit) and the unit is vacant. The only
fundi ng provided after that point is funding for direct costs relating to
preserving and protecting the unit pending actual denolition or disposition

This abrupt cut-off in subsidy does not provide an opportunity for
affected HAs to reduce their overhead costs in a planned and orderly way. An
HA that undertakes a significant reduction to its inventory will need to
rethink and possibly restructure the way it does business. This is especially
true if the units are not going to be replaced or if some different type of
devel oprment nanagement is contenplated. Some HAs are contenplating the
denolition of up to 20%of their inventory.

Faced with the prospect of a sudden and sharp decrease in subsidy
fundi ng, some HAs may deci de to postpone the decision to seek HUD approval to
denolish units that clearly neet the criteria for such an action, especially
where the units are not being replaced by tenant- based subsidy, such as
Section 8 Certificates or Vouchers. By retaining these units in its inventory,
an HA continues to receive sone | evel of operating subsidy support.

This proposed rul e strikes a bal ance between the need to elimnate
di sincentives and the need to achieve a reduction in operating subsidy as a
result of dermolition activity. Subsidy funding will be continued to units
approved by HUD for denolition under the follow ng conditions:

(1) Units replaced with Section 8 Certificates or Vouchers will not be
eligible for phase-down subsidy;

(2) Wnits that have been continuously vacant for the twel ve-nonth period
i medi ately preceding HUID approval for the denolition will be eligible for
subsi dy fundi ng based on 20% of the Allowabl e Expense Level (AEL) for 12
nont hs begi nning with the nonth that the denolition request was approved by
HUD, and

(3) For units that have not been continuously vacant for twelve nonths,
the rul e phases out the subsidy over a three-year period, starting with the
nmonth in which the unit is approved for demolition and is vacant. For the
initial 12-nonth period, the unit will be eligible for subsidy funding based
on 100% of AEL. For the next 12- nmonth period, the unit will be eligible for
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subsi dy fundi ng based on 66%of the AEL. For the third 12-nmonth period, the
unit will be eligible for funding based on 33% of the AEL

(4) Units that are approved for denolition and are replaced with
conventional public or Indian housing units will not be eligible for
phase- down subsi dy when the repl acenent units becone eligible for subsidy.

(5) Wnits that are renoved fromthe inventory as a result of being
conbined with other units are not considered to be denolished units for this
pur pose.

The intent of this change is to naintain the momentumthat has been
achi eved to denolish the worst parts of the public housing inventory. The
Department is concerned that if it does not address the legitimate
transitional funding need probl ens of HAs undergoi ng i nventory and fundi ng
reductions, this nomentumw |l be |ost.

This change to the PFS regulations falls within the authority of the
Secretary to define the PFS for payment of operating subsidy. The change
nerely renoves sone of the obstacles to denolishing seriously deteriorated or
obsol et e housi ng stock, while coping with an operating subsidy shortfall

e limtation on the Departnent's ability to issue rules on the subject
of PFSis the statutory requirement that "~ any proposed regul ati on providing
for anendrent, alteration, adjustment, or other change in the performance
fundi ng systemrelating to vacant units shall be issued pursuant to a
negotiated rul e maki ng procedure * * *_ '

This rule will provide additional operating subsidy to certain HAs that
had or will have (vacant) units approved
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for denolition in 1995 or later. The additional costs to the PFS are estinated
as follows: $17.6 million in FY 1997 (including $1.3 nillion for FY 1995, $6
mllion for FY 1996, and $10.3 nillion for FY 1997); $19.6 nillion in FY 1998;
and $25.5 nillion in FY 1999. The correspondi ng savings for the PFS resulting
fromthe denolitions are as follows: $4.9 mllion in FY 1996; $10.8 mllion in
FY 1997; $44.1 mllion in FY 1998; and $81.9 mllion in FY 1999. Wen the
savings are conpared with the cost, the results are a net cost of $1.9 mllion
for FYs 1995 through 1997, but a net savings of $24.5 mllion and $56. 4
mllion, respectively, for FYs 1998 and 1999. Thus, the net effect of this
rule on PFS during the period is a savings in total operating subsidy
eligibility anount.

Mor eover, conpared to the magnitude of the PFSin its entirety, this
phase-down funding is mnimal in scale. The $1, 900,000 of net cost in FYs 1996
and 1997 can be contrasted with the anount provided in the FY 1997 HUID
appropriations bill as passed by the House of $2,850,000,000. In addition, it
shoul d be noted that nost HAs that are denolishing public or |ndian housing
units are receiving certificates as replacenent for those lost units. Those
HAs are not eligible for phase-down of subsidy under this rule, and so are not
affected by this provision.

The purpose to be served by a negotiated rul emaking is to assure that al
interested parties have an opportunity to advance their interests during the
devel oprment of a proposal that will affect them Since the phase-down of
subsidy for units approved for denolition produces an overall savings to the
PFS and is minimal in effect when conpared with the overall |evel of PFS
fundi ng, the inpact on HAs and tenants of this rule does not rise to the leve
to necessitate participation in a negotiated rul enaking. Therefore, the
Depart ment has determ ned that the phase-down provision does not constitute
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the type of change in PFS relating to vacant units for which a negotiated
rul emaki ng i s required

[Il. Treatment of Conbination of Two Efficiency Units Into a One Bedroom Unit

In recognition of the marketing probl em HAs have regardi ng efficiency
apartments and the resulting high vacancy rates in these units, the Departnment
wants to support HAs which make the decision to convert efficiency units into
one bedroomunits. This rule amends Secs. 990.108(d) and 950.720(e), Costs
resulting from conbination of two or nore units, to treat the conversion of
two efficiency units into a one-bedroomunit as eligible for funding under
this section.

V. Changes to Wility Savings Retention Period

In enacting the 1996 Qmi bus Appropriations Act, Congress renoved the
statutory restriction of six years inposed after the first year of utility
rate savings that an HA is permtted to share. Therefore, this rule renoves
the language fromthe rule that enforced that tine limt. Now, the utility
rate savings can continue to be shared for as long as the actions of the HA
continue to be cost-effective.

This change is being made not only for public housing but also for Indian
housi ng. Section 201(b)(2) of the United States Housing Act of 1937 (42 U S. C
1437aa(b) (2), “~“the 1937 Act'') provides that amendnents to provisions found
intitle Il of the 1937 Act do not apply to Indian housing unl ess the
anmendrment so states. Neverthel ess, when the statutory authority to extend the
period of permitted rate savings sharing fromone year to seven years was
i npl ement ed, the extension was made applicabl e to Indi an housing despite the
absence of specific nention of Indian housing in the statutory anendment. The
preanbl e of the rule inplenenting the extension stated (at 59 FR 33653) that,
""Not to do so would frustrate the goals of providing incentives to undertake
energy conservation activities.'' That policy still governs, and therefore
this change to extend the period during which utility rate savings can
continue is being applied to Indian housing, as well.

V. Findings and Certifications
A Justification for InterimRule

The Department generally publishes a rule for public comment before
issuing a rule for effect, in accordance with its regul ations on rul enaking in
24 CFR part 10. However, part 10 provides that prior public procedure will be
omtted if HUD deternines that it is ~“inpracticable, unnecessary, or contrary
to the public interest'' (24 CFR 10.1).

The change made by this interimrule merely adds an optional exclusion to
the definition of incone used by Housi ng Agenci es, which supports the
statutory policy of obtaining a broad range of income |evels in public housing
and I ndi an housi ng devel opments and the Secretary's policy of encouragi ng HAs
to increase the nunber of working famlies residing in these devel opments. As
noted earlier, the Departnment has already authorized the use of such income
exclusions for a linted period of tine, based on the Bal anced Budget
Downpayment Act |, in a Notice. Authorization of such an optional exclusion in
this rule is expected to increase the nunber of HAs using it, helping to
encour age the participation of working famlies in these prograns.

| npl ement ation of the rule's provisions is needed as soon as possible to
facilitate the adoption of this type of exclusion to realize the benefits of
i ncreasing the incentives for working famlies to participate and to prevent
HAs who are now excl udi ng earned i ncome fromhaving to change their policy
starting on Cctober 1, 1996, only to re-institute it later. Therefore, the
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Department has determined that good cause exists to onit prior public
procedure for this final rule because such delay would be contrary to the
public interest and unnecessary.

In the interest of obtaining the fullest participation possible in
determining the factors that should be considered in an HA s determnation to
adopt an earned incone exclusion and to assure that other changes rmade are
wel |l -tailored to HA operations, the Departnent does invite public conment on
the rule. The comrents received within the 60-day comrent period will be
consi dered during devel opment of a final rule that will supersede this interim
rul e.

B. Impact on the Environment

I n accordance with 40 CFR 1508.4 of the regul ations of the Council on
Environmental Quality and 24 CFR 50.20(0) of the HUD regul ations, the policies
and procedures contained in this interimrule relate only to operating costs
that do not affect a physical structure or property and, therefore, are
categorically excluded fromthe requirenents of the National Environmental
Policy Act (42 U S.C 4332).

C. Federal i sm | npact

The General Counsel, as the Designated Official under section 6(a) of
Executive Order 12612, Federalism has deternined that the policies contained
inthis rule do not have significant inpact on States or their political
subdi vi sions, or the relationship between the Federal government and the
States, or on the distribution of power and responsibilities anong the various
l evel s of government. As a result, the rule is not subject to review under the
O der. The rul e adds some incentives to the fornula under which operating
subsi di es are paid on HUD assi sted housi ng owned and operated by HAs, but will
not interfere with State or | ocal government functions.
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D. Inpact on the Famly

The General Counsel, as the Designated Oficial under Executive O der
12606, The Family, has determined that this rule does not have potential for
significant inpact on famly formation, naintenance, and general well -being.
Therefore, the rule is not subject to review under the Order. No significant
change in existing HUD policies or prograns results frompromulgation of this
rule, as those policies and prograns relate to famly concerns. The rule
nerely invol ves the amount of funding that a HA shoul d receive under a
refi nement of an existing procedure.

E. Inmpact on Small Entities

The Secretary, in accordance with the Regulatory Flexibility Act (5
U S.C 605(b)), has reviewed this rule before publication and by approving it
certifies that this rule will not have a significant inpact on a substantial
nunber of small entities. This rule will pernit some nodest increase in
subsidy eligibility for HAs that take advantage of the incentives. The rule
woul d be unlikely to have any significant inpact on small HAs.

F. Unfunded Mandat es Ref or m Act

The Secretary has reviewed this rule before publication and by approving
it certifies, in accordance with the Unfunded Mandates Reform Act of 1995 (2
U S . C 1532), that this rule does not inpose a Federal mandate that will
result in the expenditure by State, local, and tribal governnents, in the
aggregate, or by the private sector, of $100 nillion or nore in any one year.
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G Regulatory Review

This interimrule was reviewed by the Ofice of Managenment and Budget
under Executive Order 12866. Any changes made in this interimrule as a result
of that review are clearly identified in the docket file for this interim
rule, which is available for public inspectioninthe HIDs Ofice of the
Rul es Docket derk, Room 10276, 451 Seventh Street, SW, Washington, DC
20410- 0500.

H Public Reporting Burden

The information collection requirements contained in this rule, as
described in Secs. 950.725(b), 950.756, 950.757, 990.109(b), 990.114, and
990. 116 have been subnitted to the Ofice of Management and Budget for review
under the Paperwork Reduction Act of 1995 (42 U S. C. 3501- 3520).

1. In accordance with 5 CFR 1320.5(a)(1)(iv), the Department is setting
forth the foll owi ng concerning the proposed coll ection of information

(a) Title of the information collection proposal: Performance Fundi ng
System | ncenti ves.

(b) Summary of the collection of information: The information collected
is alternate information about rental incone that woul d have been col lected if
the HA had not adopted an earned i ncome excl usion, infornation about vacant
units that have been approved for denolition and woul d not otherw se be
eligible for operating subsidy, and identifying increases in earned i ncone so
as to exclude sonme of that incone

(c) Description of the need for the information and its proposed use: The
information is needed to pernit cal cul ation of operating subsidy eligibility
for HAs that want to take advantage of incentives to facilitate resident
enpl oyment and to encourage denolition of seriously deteriorated vacant units.

(d) Description of the likely respondents, including the estinated nunber
of likely respondents, and proposed frequency of response to the collection of
information: The likely respondents are the approxi nately 700 HAs that are
estinmated to take advantage of the incentives.

(e) Estimate of the total reporting and recordkeepi ng burden that will
result fromthe collection of information: The total nunber of burden hours
for this collection of information is estimated to be 16,120 hours, incl uding
the tine for review ng instructions, gathering and maintai ning the data, and
cal cul ating and requesting the incentive adjustnent. The infornation will be
col l ected as part of the annual calculation of eligibility for operating
subsidy. The 700 HAs will deternine the effect of the incentives, at a cost of
about $15 per hour, for a total cost of $241,800. This anount is expected to
be nmore than offset by the resulting increase in operating subsidy paynents.
These estimates were devel oped by consulting with ei ght housing agenci es.

Reporting Burden

Proposed section Est. ave.

Type of collection of 24 CFR Nunber of Frequency of response tine Annua
bur den

af fected respondents response (hrs.) (hrs.)



Appendi x 5

---------------------------------- Addition to PFS rent roll of 950.725&
990.109 700 1 3 2,100 Earned I ncome Exclusions. (b)(1)(ii). Phase-down for
denol i shed 950. 756, 990.114 20 1 1 20 units. Incentive for increases in
950. 757, 990. 116 700 1 20 14, 000 earned i ncone.

2. In accordance with 5 CFR 1320. 8(b) (3), the Department makes the
foll owi ng statenent:

The reason for collecting the information is to give HUD the basis for
approving a request for a PFS incentive adjustnent in operating subsidy. The
information will be used by HUID to approve an adjustnent based on the adoption
of an earned income excl usion and/or based on a phase-down of operating
subsidy in connection with denolition of units. The information collected is
public informati on and does not lend itself to confidentiality. |In accordance
with the Paperwork Reduction Act, HUD may not conduct or sponsor, and a person
is not required to respond to, a collection of information unless the
col lection displays a currently valid OMB control nunber.

3. In accordance with 5 CFR 1320.8(d) (1), the Department is soliciting
comments frommenbers of the public and affected agencies (see DATES and

ADDRESSES secti ons above) concerning the proposed collection of information
to:

(a) Eval uate whether the proposed collection of information is necessary
for the proper performance of the functions of the agency, including whether
the information will have practical utility;

(b) Evaluate the accuracy of the agency's estimate of the burden of the
proposed col | ection of infornation;

(c) Enhance the quality, utility, and clarity of the information to be
col | ected; and

(d) Mnimze the burden of the collection of information on those who
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are to respond; including through the use of appropriate automated collection
techni ques or other forns of information technology, e.g., permtting
el ectroni ¢ subm ssion of responses.

Cat al og

The Catal og of Federal Domestic Assistance nunber for the prograns
affected by this rule is 14. 850.

Li st of Subjects
24 CFR Part 950

Aged, @G ant prograns--housing and community devel opnent, G ant
prograns--Indians, Indians, Individuals with disabilities, Low and noderate

i ncome housi ng, Public housing, Reporting and recordkeepi ng requiremnents.

24 CFR Part 990



Appendi x 5

G ant prograns--housi ng and conmunity devel opnent, Public housing,
Reporting and recor dkeepi ng requirenents.

Accordingly, parts 950 and 990 of title 24 of the Code of Federa
Regul ati ons are anended as fol | ows:

PART 950- -1 NDI AN HOUSI NG PROGRAVS
1. The authority citation for part 950 continues to read as foll ows:
Authority: 25 U S.C 450e(b); 42 U S.C 1437aa-1437ee and 3535(d).
2. In Sec. 950.705, a new paragraph (c) is added, to read as foll ows:

Sec. 950.705 Determ nation of amount of operating subsidy under PFS.

* * *x *x *

(c) A special phase-down of subsidy to |HAs is applicabl e when denolition
of units is approved by HUD in Federal Fiscal Year 1995 and later. See Sec.
950. 756.

Sec. 950. 715 [ Arended]

3. In Sec. 950.715, paragraph (b)(2) is amended by removing the phrase
““for an additional period not to exceed six years''

4. In Sec. 950.720, paragraph (e) is amended by redesignating the text as
paragraph (e)(1), and by addi ng a new paragraph (e)(2), to read as foll ows:

Sec. 950.720 Gt her costs.

* * *x *x *

(e)***

(2) An exception to paragraph (e)(1l) of this section is made when an | HA
conbi nes two efficiency units into a one-bedroomunit. In these cases, the AEL
for the requested year shall be nultiplied by the nunber of unit nonths not
included in the requested year's unit nmonths available as a result of these
conbi nations that have occurred since the Base Year. * * * * *

5. In Sec. 950.725, paragraph (b) is anended by redesignating paragraph
(b)(1) as paragraph (b)(1)(i), by adding a new paragraph (b)(1)(ii), and by
revi sing paragraph (b)(2), to read as foll ows:

Sec. 950.725 Projected operating incone |evel.

* * *x *x *

(b)***
(l)***

(ii) The Rent Roll used for calculating the projected operating i ncome
level will not reflect decreases resulting fromthe IHA' s inplenmentation of an
optional earned incone exclusion authorized by the definition of " annual
incone'' in Sec. 950.102. But see Sec. 950.757 for the earned incone incentive
adj ust ment .

(2) Three percent increase. The average nmonthly dwel ling rental charge
per unit, computed under paragraph (b)(1) of this section, is increased by 3

10
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percent to obtain the projected average nonthly dwel ling rental charge per
unit of the IHA for the Requested Budget Year, except that for the shorter of
Federal Fiscal Years 1996 through 1998 or the period during which HID has an
operating subsidy shortfall, no increase factor will be used. * * * * *

Sec. 950. 730 [ Arended]

6. In Sec. 950.730, paragraph (c)(1)(i) is amended by renoving the
phrase, "“up to an additional six years,"'

7. A new Sec. 950.756 is added to read as fol |l ows:
Sec. 950. 756 Phase-down of subsidy for units approved for denolition.

(a) Ceneral. Units that have both been approved by HUD for denolition and
been vacated in FFY 1995 and after will be excluded froman |HA' s
determination of Unit Months Avail abl e when vacated, but they will remain
eligible for subsidy in the foll owing way:

(1) For the first twelve nmonths beginning with the nonth that a unit
neets both conditions of being approved for denolition and vacant, the ful
AEL will be allowed for the unit.

(2) During the second twel ve-nmonth period after meeting both conditions,
66 percent of the AEL will be allowed for the unit.

(3) During the third twel ve-nonth period after meeting both conditions,
33 percent of the AEL will be allowed for the unit.

(b) Special case for long-termvacant units. Units that have been vacant
for longer than 12 nonths when they are approved for denolition are eligible
for funding equal to 20% of the AEL for a 12-nmonth peri od.

(c) Treatnent of units replaced with Section 8 Certificates or Vouchers.
Units that are replaced with Section 8 Certificates or Vouchers are not
subject to the provisions of this section.

(d) Treatnent of units replaced with Indian housing units. Wen
repl acement conventional |ndian housing units beconme eligible for operating
subsi dy, the denolished unit is no longer eligible for any funding under this
section

(e) Deternination of what units are " “replaced.'' For purposes of this
section, replacenments are applied first against units that otherw se woul d
fall in paragraph (a) of this section; any remaining replacements should be
used to reduce the nunmber of units qualifying under paragraph (b) of this
section

(f) Treatnent of units conbined with other units. Units that are renoved
fromthe inventory as a result of being conbined with other units are not
consi dered to be denolished units for this purpose.

(g) Retroactive effect. This section is to be applied retroactively for
units approved for dermolition during Federal Fiscal Years 1995 and 1996. |HAs
affected by this provision may submt a revised cal cul ati on of operating
subsidy eligibility for the subject fiscal year(s).

8. A new Sec. 950.757 is added to read as fol | ows:

Sec. 950. 757 Three-year incentive adjustments.

(a) Applicability. For the period of Federal Fiscal Year 1996 through

11
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Federal Fiscal Year 1998, the provisions of this section apply to permt |HAs
to retain certain sources of income that woul d otherw se be offset by a
reduction of subsidy. The conbi ned anount retained in accordance with the
provi sions of this section nay not exceed the amount of the PFS subsidy
shortfall applicable to an IHA in the subject fiscal year.

(b) Increases in earned incone. |HAs are pernitted to retain any increase
indwelling rental income realized after April 1, 1996 as a result of
i ncreased resident earned income, where the governing body of the |HA has
certified that the IHA is making significant efforts to increase the earned
i ncome of existing residents by adopting the optional earned i ncome excl usion
and not just taking actions regarding new adm ssions. To inplenent this
paragraph (b), the IHAwill conmpare the rental incone per occupied unit from
earned incone fromApril 1, 1996 to the
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rental incone per occupied unit fromearned i ncome on the date of the rent
roll used for PFS calculation. If an IHA does not have the April 1, 1996 data
avail abl e, HUD rmay approve the use of data froma later nonth.

(c) Increases in other incone. |HAs are pernitted to retain any increase
in ““other income'' based on using the definition provided in this section, as
conpared with using the definition found in Sec. 950.102. For purposes of this
section, the anount of “~“other income'' is limted to the followi ng three
sour ces:

(1) Excess Wilities: charges to tenants for excess utility consunption
for IHA-supplied utilities.

(2) Nondwelling Rental Incone: Rent billed to | essees of dwelling units
rented for nondwel | ing purposes. Rent billed to | essees of nondwel |ing
facilities will not be included except for rent billed to other HUD prograns
(e.g.; Section 8, congregate housing, famly investnent centers).

(3) Gher Income: Only charges to other HUD prograns (e.g.; Section 8,
congregate housing, famly investment centers) for use of comunity space,
central office managenent and nai ntenance space will be taken into
consideration. IHAs will cal culate the amount of " “other income'' to be
retained in a manner prescribed by HUD.

PART 990- - ANNUAL CONTRI BUTI ONS FOR CPERATI NG SUBSI DY

9. The authority citation for part 990 continues to read as foll ows:

Authority: 42 U S.C 1437(g) and 3535(Q).

10. In Sec. 990.104, a new paragraph (c) is added, to read as foll ows:
Sec. 990.104 Determ nation of amount of operating subsidy under PFS

* * *x *x *

(c) A special phase-down of subsidy to HAs is applicabl e when denolition
of units is approved by HUD in Federal Fiscal Year 1995 and later. See Sec.
990. 114.

Sec. 990. 107 [ Arended]

11. In Sec. 990. 107, paragraph (b)(2) is anmended by renoving the phrase
““for an additional period not to exceed six years''

12
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12. In Sec. 990. 108, paragraph (d) is amended by redesignating the text
as paragraph (d)(1), and by addi ng a new paragraph (d)(2), to read as foll ows:

Sec. 990.108 Cther costs.

* * *x *x *

(d)***

(2) An exception to paragraph (d)(1) of this section is made when an HA
conbi nes two efficiency units into a one-bedroomunit. In these cases, the AEL
for the requested year shall be nultiplied by the nunber of unit nonths not
included in the requested year's unit nmonths available as a result of these
conbi nations that have occurred since the Base Year. * * * * *

13. In Sec. 990. 109, paragraph (b) is amended by redesi gnating paragraph
(b)(1) as paragraph (b)(1)(i), by adding a new paragraph (b)(1)(ii), and by
revi sing paragraph (b)(2), to read as foll ows:

Sec. 990. 109 Projected operating incone |evel.

* * *x *x *

(b)***
(l)***

(ii) The Rent Roll used for calculating the projected operating i ncome
level will not reflect decreases resulting fromthe HA s inplenentation of an
optional earned incone exclusion authorized by the definition of " annual
income'' in 24 CFR 913.106(d). But see Sec. 990.116 for the earned incone
i ncentive adj ustnent.

(2) Three percent increase. The average nonthly dwel ling rental charge
per unit, computed under paragraph (b)(1) of this section, is increased by 3
percent to obtain the projected average nonthly dwel ling rental charge per
unit of the HA for the Requested Budget Year, except that for the shorter of
Federal Fiscal Years 1996 through 1998 or the period during which HID has an
operating subsidy shortfall, no increase factor will be used. * * * * *

Sec. 990. 110 [ Arended]

14. In Sec. 990. 110, paragraph (c)(1) is amended by renoving the phrase,
“Tup to an additional six years,''.

15. A new Sec. 990.114 is added to read as foll ows:

Sec. 990. 114 Phase-down of subsidy for units approved for demolition.

(a) Ceneral. Units that have both been approved by HUD for denolition and
been vacated in FFY 1995 and after will be excluded froman HA's deternination
of Unit Months Avail abl e when vacated, but they will renain eligible for
subsidy in the foll owi ng way:

(1) For the first twelve nmonths beginning with the nonth that a unit
neets both conditions of being approved for denolition and vacant, the ful
AEL will be allowed for the unit.

(2) During the second twel ve-nmonth period after meeting both conditions,
66 percent of the AEL will be allowed for the unit.

(3) During the third twel ve-nonth period after meeting both conditions,

13



Appendi x 5

33 percent of the AEL will be allowed for the unit.

(b) Special case for long-termvacant units. Units that have been vacant
for longer than 12 nonths when they are approved for denolition are eligible
for funding equal to 20% of the AEL for a 12-nmonth peri od.

(c) Treatnent of units replaced with Section 8 Certificates or Vouchers.
Units that are replaced with Section 8 Certificates or Vouchers are not
subject to the provisions of this section.

(d) Treatnent of units replaced with public housing units. Wen
repl acement conventional public housing units become eligible for operating
subsi dy, the denolished unit is no longer eligible for any funding under this
section

(e) Deternination of what units are " “replaced.'' For purposes of this
section, replacenments are applied first against units that otherw se woul d
fall in paragraph (a) of this section; any remaining replacenments should be
used to reduce the nunmber of units qualifying under paragraph (b) of this
section

(f) Treatnent of units conbined with other units. Units that are renoved
fromthe inventory as a result of being conbined with other units are not
consi dered to be denolished units for this purpose.

(g) Retroactive effect. This section is to be applied retroactively for
units approved for denolition during Federal Fiscal Years 1995 and 1996. HAs
affected by this provision may submt a revised cal cul ati on of operating
subsidy eligibility for the subject fiscal year(s).

16. A new Sec. 990.116 is added to read as fol |l ows:
Sec. 990. 116 Three-year incentive adjustments.

(a) Applicability. For the period of Federal Fiscal Year 1996 through
Federal Fiscal Year 1998, the provisions of this section apply to pernit HAs
to retain certain sources of income that woul d otherw se be offset by a
reduction of subsidy. The conbi ned anount retained in accordance with the
provi sions of this section nay not exceed the amount of the PFS subsidy
shortfall applicable to an HA in the subject fiscal year.

(b) Increases in earned incone. HAs are pernitted to retain any increase
indwelling rental income realized after April 1, 1996 as a result of
i ncreased resident earned incone, where the Board of Conmi ssioners of the HA
has certified that the HA is making significant efforts to increase the earned
i ncome of existing residents by adopting the optional earned i ncome excl usion
and not just taking actions regarding new adm ssions. To inplenent this
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paragraph (b), the HA will conmpare the rental income per occupied unit
resulting fromearned incone fromApril 1, 1996 to the rental income per
occupi ed unit resulting fromearned i ncome on the date of the rent roll used
for PFS calculation. If an HA does not have the April 1, 1996 data avail abl e,
HUD may approve the use of data froma later nonth.

(c) Increases in other incone. HAs are pernitted to retain any increase

in "“other income'' based on using the definition provided in this section, as
conpared with using the definition found in Sec. 990.102. For purposes of this
section, the anount of “~“other income'' is limted to the followi ng three

sour ces:

14
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(1) Excess Wilities: charges to tenants for excess utility consunption
for HA supplied utilities.

(2) Nondwelling Rental Incone: rent billed to | essees of dwelling units
rented for nondwel | ing purposes. Rent billed to | essees of nondwel |ing
facilities will not be included except for rent billed to other HUD prograns
(e.g.; Section 8, congregate housing, famly investnent centers).

(3) Gher Income: Only charges to other HUD prograns (e.g.; Section 8,
congregate housing, famly investment centers) for use of comunity space,
central office managenent and nai ntenance space will be taken into
consideration. HAs will calculate the anount of "“other incone'' to be
retained in a manner prescribed by HUD.

Dated: July 29, 1996. Christopher Hornig, Acting Assistant Secretary for
Public and Indian Housing. [FR Doc. 96-24874 Filed 9-27-96; 8:45 anj BILLING
CCDE 4210-33-P
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HA Nane: HA FYE Appendi x 6

SAMPLE FORMAT FCR CPTI ONAL PFS | NCENTI VE ADJUSTMENT (revi sed 11/ 96)

Note: Line references are to PFS form HUD 52723.

A HA nmust calculate PFS subsidy eligibility and proration before conpleting this
wor ksheet .

A Unfunded Portion of Qperating Subsidy due to Proration (Line $
40) *:

OTHER | NCOVE | NCENTI VE:
B Estimate of PFS G her Incone (Line 20 times UWA):

C Estimate of Qther Income fromExcess Wilities, rents billed
to dwelling units rented for nondwel |ing purposes, and rents
and charges to other HUD prograns:

D Potential incentive adjustnent for G her |ncone $
(Bmnus Q: [If the HA has not adopted optional earned

i ncome excl usions or deductions, enter zero on line H and
skip to Line 1]

DWELLI NG RENTAL | NOOME | NCENTIVE: Only for HA that certifies that it is making
significant efforts to utilize optional earned income exclusions or deductions
for current residents.

E Based on April 1, 1996 rent roll: Total rental incone from

wages and sel f enpl oyment divided by total nunmber of occupied

units at rent roll date. PUM
F From actual rent roll (not rent roll adjusted for PFS

cal cul ati on by addi ng back earned incone adjustnents) for
sane nonth used for PFS calculation: Total rental income from
wages and sel f enpl oyment divided by total number of occupied

this amount on Line 37 of HUD 52723.*

* The amount of the shortfall may increase after year-end adjustments are calculated if the adjustnent
is due the HA.  HAs which have a higher potential incentive adjustnent (1) than shortfall (A nay
revise this calculation after year-end adjustnents by adding to Line 40 the unfunded adjustnents
reported on Line 62 (if the adjustnment is due the HA) and entering this revised shortfall in A It is
not a requirenent that HAs submt adjustments to reflect amounts on Line 62.

units.
For FFY 96, if rent roll is earlier than April 1, 1996 enter
zero on line Hskipto Line l. PUM
G PUM i ncrease in rent from earned incone:
(F mnus B): PUM
H Potential incentive adjustnent for earned income $
(Gtimes PFS unit nonths avail abl e):
I Total potential incentive adjustnent (D plus H) $
J Actual incentive adjustnment (Enter smaller of Aor I). Enter $ ||




